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(2) If the contract is for nonpersonal 
services and related supplies and covers 
estimated requirements that exceed a 
specific Government activity’s internal 
capability to produce or perform, use 
the clause with its Alternate I. 

(3) If the contract includes subsist-
ence for both Government use and re-
sale in the same Schedule, and similar 
products may be acquired on a brand- 
name basis, use the clause with its Al-
ternate II (but see paragraph (d)(5) of 
this section). 

(4) If the contract involves a partial 
small business set-aside, use the clause 
with its Alternate III (but see subpara-
graph (5) below). 

(5) If the contract— 
(i) Includes subsistence for Govern-

ment use and resale in the same sched-
ule and similar products may be ac-
quired on a brand-name basis; and 

(ii) Involves a partial small business 
set-aside, use the clause with its Alter-
nate IV. 

(e) Insert the clause at 52.216–22, In-
definite Quantity, in solicitations and 
contracts when an indefinite-quantity 
contract is contemplated. 

(f) Insert the provision at 52.216–27, 
Single or Multiple Awards, in solicita-
tions for indefinite-quantity contracts 
that may result in multiple contract 
awards. Modify the provision to specify 
the estimated number of awards. Do 
not use this provision for advisory and 
assistance services contracts that ex-
ceed 3 years and $13.5 million (includ-
ing all options). 

(g) Insert the provision at 52.216–28, 
Multiple Awards for Advisory and As-
sistance Services, in solicitations for 
task-order contracts for advisory and 
assistance services that exceed 3 years 
and $13.5 million (including all op-
tions), unless a determination has been 
made under 16.504(c)(2)(i)(A). Modify 
the provision to specify the estimated 
number of awards. 

(h) See 10.001(d) for insertion of the 
clause at 52.210–1, Market Research, 
when the contract is over $5.5 million 

for the procurement of items other 
than commercial items. 

[48 FR 42219, Sept. 19, 1983; 60 FR 48260, Sept. 
18, 1995. Redesignated and amended at 60 FR 
49726, 49727, Sept. 26, 1995; 65 FR 24320, Apr. 
25, 2000; 71 FR 57367, Sept. 28, 2006; 75 FR 
53133, Aug. 30, 2010; 76 FR 14565, Mar. 16, 2011; 
80 FR 38298, July 2, 2015] 

Subpart 16.6—Time-and-Materials, 
Labor-Hour, and Letter Contracts 

16.600 Scope. 

Time-and-materials contracts and 
labor-hour contracts are not fixed-price 
contracts. 

[77 FR 197, Jan. 3, 2012] 

16.601 Time-and-materials contracts. 

(a) Definitions for the purposes of Time- 
and-Materials Contracts. 

Direct materials means those mate-
rials that enter directly into the end 
product, or that are used or consumed 
directly in connection with the fur-
nishing of the end product or service. 

Hourly rate means the rate(s) pre-
scribed in the contract for payment for 
labor that meets the labor category 
qualifications of a labor category spec-
ified in the contract that are— 

(1) Performed by the contractor; 
(2) Performed by the subcontractors; 

or 
(3) Transferred between divisions, 

subsidiaries, or affiliates of the con-
tractor under a common control. 

Materials means— 
(1) Direct materials, including sup-

plies transferred between divisions, 
subsidiaries, or affiliates of the con-
tractor under a common control; 

(2) Subcontracts for supplies and in-
cidental services for which there is not 
a labor category specified in the con-
tract; 

(3) Other direct costs (e.g., incidental 
services for which there is not a labor 
category specified in the contract, 
travel, computer usage charges, etc.); 
and 

(4) Applicable indirect costs. 
(b) Description. A time-and-materials 

contract provides for acquiring sup-
plies or services on the basis of— 

(1) Direct labor hours at specified 
fixed hourly rates that include wages, 
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